By WILLIAM K. CHUNG

MJL]UHI'I‘Y-DWEd foreign affiliates
of U.5. companies plan a 26-percent in-
crease in capital expenditures, to $48.4
billion, in 1980, about the same increase

asin 1979 (chart 11 and table 1).! These
increases exceed the previous record in-

erease in actual expenditures of 23 per-
cent in 1974, The 1980 increase reflects

! unusually large incresses by affiliates
* manufacturing transportation equip-
ment and by petroleum affiliates, Tt is
4 planned despite expectations of an eco-
nomic slowdown in major host coun-
tries, and partly reflects continued high
rates of inflation abroad. Capital ex-
penditures are reported to BEA in
~current dollars; they are not adjusted
!’ for price changes in host countries, be-
“eause the data needed for such adjust-
'ments are unavailable.

By area, affiliates in developed coun-
tries plan to increase spending 25 per-
" cent, to $36 billion, about the same rate
of inerease as in 1979 (table 2). In
developing countries, affilintes plan a
d0-percent increase in spending, to
$10.4 billion, following a 28-percent
~increase. Affiliates in “international and

unallocated”—mainly those with ship-
¥ ping operations spanning more than one

Nore—The estimates were prepared by
Jeffrey H. Lowe,

1. Capital expanditures are sxponditures that are moda to
Acqubre, add to, or bmprove property, plant, and squipment,
noid thet sre chargsd (o capital accounts. They Ao on & gross
bngls; sles and other dispositions of fied assels are not notted
Bgndnst them,
A majority-owned forafgn afillate f8 & foroign business
trterprise in which & U8, company owna, directly or In-
L Alrectly, nt Joast 5 percent of the voting rights, These data

bt universe estmstes based on BEA'S somiannual sample
;i furvey, The katest survey, taken in Decernber 1070, covered
¥ Shout 5,000 majarity-owoed foredgn afilistes,
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Capital Expenditures by Majority-Owned
Foreign Affiliates of U.S. Companies, 1980

By industry, manufacturing affiliates
plan & 25-percent increase, to $23.9
billion, compared with a 31-percent in-

geographic area—plan a 25-percent in-
crease, to $1.9 billion, following a
38-percent increase.

CHART 11
Capital Expenditures by Majority-Owned Foreign Affiliates
of U.S. Companies
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creaga in 1979, Petrolevm affilintes plan
to increage spending 29 percent, to
$15.2 billion, [ollawing o 19-percent in-
crease, In other industries, a 23-percent
incrense, to 5% hillion, is planned, fol-
lowing o 21-percent increage.

For all aress snd industries combined,
Intest plins for 1980, reporied in De-
cember 1979, were revised upward from
plans reported lnst June, which showed
o 15-pexcent incrensa. The sharp upward
revisipn was widespread by ares, but,
by industry, was concentraied in petro-
leum and (rapspartaiion  squiproent
manufacturing. The revision in petro-
loumn partly reflects the fact thet in the
earlier survey, o number of lmye T.S.
peircléum companies ware unable, s
in the past, to provide reliable estimates
z¢ Tor in advonce.

Latest plops for 1979 were alzo revised
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mich smallar amount. The Inrpest re-
visionz were in petrolenm and menu-
faeturing, particolarly nonelectrical
machinery and chemienls ond allied
products.

Menyfaeturing

Manufnciuring affilinles plan to in-
crensa spending 25 percenl in 1980, to
$23.9 hillion, follewing a 3l-percent
incrense in 1979. Twe industries—
transporiation equipment and paper
and allied products—eceount for more
thon two-thirds of Lhis year's incrense.
Affilintes in transportation aguipment
plon n Gi-percent increase, only » few
percentage points less than lask yem's
incresse {table 3). If curent plans are
meot, spending by these affiliates will
hawe nearly tripled sinea 1478, to $4.1

March 108)
ngar-doubling of spending to $2 hillion, ., ;
is planned this year. Affilintes in al)
other manufacturing indusiries com. "
bined plan a moderate incrense—I11
percent, compored with 25 percant lost j
yeor {iahle 4} -

The mnssive capitsl spending pro- s J
gram in the transporintion equipmant
industiy is primarily ior development of
pn internnéionol network to produce 1“-1
components for Juel-afficient auto-
mohiles, known ns ‘“world cas.” The
“world cars” shere o basic design nnd s
heve standmdized compenents, which
ctn be manufaciured in lmge volume
at saveral sp&m&hml plants snd then ' 4
assantbled inéo finel producis nenr
mojor consnmer markets. Devu]upmenh
of these fuel-efficieni models iz one ..
response of LS. automakers to the
continued rize in petrolaum prices. By
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upward {rom emlier plens, Lut by a billion. In paper snd oltied products, @ siandardizing components, the auto- "
Y
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mokers also axpact to achiave aconomiag
of =cale that will enable them to com-
peta more effectivaly in infernational
markets,

As shown in tabla 3, the lorge spend-
ing increases in transporiation aguip-
ment manufacturing are in Europe,
Canads, and Mexen. These increases
nre mostly for the construction of new
plants nnd the expension of existing
facilities to assemble and to produce
enpines and other componants for tha
“world cers.” Affiliates in Austria (in-
cluded in ““other” Europe in table 3)
plan to build plants te monufacturs
enginez and other components, while
those in Spain and Fronee plan to build
gevernl components plante. Major ex-
pansion snd modernization of existing
production incilities nra underway in
Germany, the Uniied Kingdem, and
Conada. In Mexica, affiliates plan to
build an sssembly plant pnd several
components plonis. Mexican affiliates’
spending plans have been encouraged
by & government policy, nnrounced in
1977 nnd to go inte sffect in 1952, that
will limit the value of imports by Mex-
jcan suto producers io oo more than
the walue of producta they export. In
Mexico, a5 in several other developing
countries, offiliates primarily nssemble

* putomotive products from  imported

components. The new plants will man-
uinciure engings and other components
to reduca such imports.

In paper and allied products, offilintes
plan o 92-percent incrense this yeor, to
$2 billion, following o 22-percent in-
crense in 1979. The incrense is centerad
in Canade (tables 54-C) and is for the
construction of new plants and expan-
slo of existing production facilities, It
is in response %o strong demand for
paper ond allied products in Nerth
America, where production cepacity hns

.. Dot kept pace with the growth in con-

+
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surption in the 1nst few yeors.
Affilintes in manufsctoring indusiries
other than transportsation equipment
ftnd Poper and allied products plan to
Increasa spending 11 percent, 1o $15.9
hillion, following a 25-percent increase,
ﬂmitl]larl-incmu.ﬁas are expected In most
majer erens, particulmly in Conada and
the United Hingdom, and in most in-
dustries, particularly in chemicals. They
reflect the anticipation of economic
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slowdowns in  most host

countries.

Petrolestn

Petroleure affilintes plan to inerenss
spending 29 percent, to $16.4 billion,
Tollowing a 10-percent increase laoat
year. The step-up meinly reflects in-
tensified exploration for and production
of petroleum in the waks of a near-
doubling of crude oil prices during 197¢
by members of the Orgeanizatior of
Petroleum Exporting Countries.

In developed countries, nffilintes plin
bo incregse spending 23 percent, to 309
billion, {ollowing e 1E-percent incrense
inst year. The increass 1s soncentrated
in the Umted Kingdom snd Canada.
Affiliates In the United Kingdom plan o
Z3-percant increase, to $3.7 billlon, after
1 small inerease last year. The inoreass

major

reflacta the acceleration of exploration
and production in the North Sea ares
and modemization of refinery lacilities
and gos stations. Conadion affiliates
plon o 26-percent increnss, to $3.4
billion, following a 34-percent increase.
The increasa is laygely for tha continued
development ol tar sands projacts, ax-
ploration and development of new
fiekls, and expansion of refinery
focilitiea.

In developing countries, affilintes
plan to increase sponding 38 percent, to
$4.9 hillion, following a 21-percent in-
cvense last yaor, The inerenso is lavgely
pccountad far by effilintes in “othe
Middle East'; thess affilintes plan an
88-percent incrense, after o F-percent
increase mn 1979. The sharp accoleration
reflacts  intensified explovation and
development ackivity, sxpansion of pro-
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duetionn and refinery faeilities, con.
struction of additional port focilities,
snd & saltwater injection system Lo
negist in mora complete extraction of
petroleum.

In “international and unaliosated.”
spanding is expected to inerense 42 per-
cent, to $0.0 billion, after doubling in
1079, The incrense is for the expansion
of tenker feete In response to n strong
recovery in tanker rates.

Trade, minlrg and smelbing, ond
other industries

Trade affilintes plan an 18-percent
nereasa, to $2.2 billiom, Iollowing a

SURVEY OF CURRENT BUBINESS

22-percent incrense last year. Increases
are planped in both developed and
developing countries. Among developed
countries, the incrense is widely dis-
persed, particularly in Eurcpe, nnd is
partly for office building modernizotion
and expansion of warehouse copacity.
In developing ecuntriss, the intrease is
centered in Brazil, where affiliates plan
to modernize warehouse [oeilities.
Mining ond smelting sffiliates plan to
incrense spending to $1.3 billion, up 80
percent, following o 28-percent increase
Inst year. The increaze is concentrated
m Canadn—moinly far the consbriction
of new copper smelting Iacilities—and

Murch 1980

in Australis—for the copstruction of
new bauxiia smelting plants and mine
expansion. Indonesian offilintes alsg
play o sizabls increass, primarily for
the development of new copper mines.

Affilintes in “other’ industries— agri-
culture, public utilities, tronsportation,
construction, and finance and other
services—plan & 15-percent incrense, to
§4.8 billion, following a 19-percent in-
crenses, Large increases are planned for
the construction of & new power stntion
in Heng Kong and for the construciion
of bulk ove ressels by affiliates in 'intar-
pationsl mnd unallocated.”
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Table 5A.~Capltal Expeaditures by Majority=(hwoed Foreign Afillates of U.3. Companies in 1979 ¢
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